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Brief overview
About ELLA
ELLA  is  a  South-South  Knowledge  Exchange  programme,  which  aims  to  inspire 
development policies and practices that are grounded in evidence about what works in 
varied country contexts
This study tour culminated from and extensive on line course on local content oil and gas 
Africa and Latin America which I participated in and was awarded a certificate of active 
participation and won this competitive study tour in Ecuador with other ten colleagues 
from various African counties. (Tanzania, Chad, Congo, South Sudan, Algeria, Ghana and 
Uganda)
 About Grupo FARO

• Think tank: applied research in topics such as: extractive industries, education, 
health, climate change, SDGs, municipal management, among others.

• Extractive industries program: contracts, local content, indigenous communities, 
conflicts, oil revenue management and distribution, CSR, others

Oil and gas sector in Ecuador:  major insights
• Oil country for more than 40 years
• Average daily production: 550.000 barrels (190 Million year)
• Public – private role
• Oil location: Amazon region
• Structural subsidies system
• Importance for the economy

ABOUT THE STUDY TOUR
• The Study tour provided the opportunity to learn first-hand about experiences and good 

practices from the Ecuadorian oil and gas sector. 
• We observed how Ecuador has addressed local content in the oil and gas sector. 
• Shared experiences from different counties
• Learnt from each other
• Built South-South networks that work together 

Introduction to Latin American and Ecuadorian Extractive sector. Over view and 
perspective.
Ecuador  began production forty  years  ago.  Natural  resources  have been the  main  source  of 
revenues for most of the countries in Latin America. This trend increased during the last boom in 



commodities prices (2004-2014). 
Latin American countries represent 20.1% of the proved oil reserves of oil in the world (British 
Petroleum, 2015). Oil and gas producing countries in the region include Ecuador, Colombia, 
Venezuela, Argentina, Mexico, Bolivia and Brazil and they represent 60% of the oil reserves in 
the Americas
The adoption of local content in national legal frameworks has gained popularity worldwide and 
the topic has become part of the policy debate regarding the extractive sectors in many countries 
in Africa and Latin America.
 Ecuador alone Produces 190m barrels of oil a year and  Policy makers have focused their efforts 
on developing measures to increase oil and gas revenues and in some cases, to obtain additional 
benefits from these industries.
Local content is a viable strategy to increase the benefits that the extractive sector generates and 
transfer these benefits into other sectors of the economy. Ecuador’s new government of 2007 
with the new constitution, was able to demonstrate some infrastructure development in terms of 
roads, schools and hospitals. It should be noted that Ecuador has weak civil society and this may 
explain the corruption in the sector as there is no transparency and accountability, no lack of 
information on oil revenues. How much china has given in loans that is attached to oil, all this is 
missing.
Latin  America’s  longer  tradition  in  the  extraction  of  natural  resources  is  a  rich  source  of 
experiences for regions like Africa, but despite of being one of the major oil and gas producing 
regions in the world, there is little information on local content strategies in LA and how they 
vary from country to country. 
Generation of national/local employment. Skills development and technology transference, Local 
procurement policies to enhance participation of national industries are some of the strategies to 
improve local content.
Latin American countries adopted local content measures to enhance the cycle of high prices and 
create conditions to translate the benefits of the oil and gas sector to other areas of the economy. 
In  Argentina,  Venezuela,  Bolivia,  and  Ecuador  local  content  measures  are  scattered  across 
sectorial  laws  and  there  is  limited  literature  revisiting  the  rationale  and  the  institutional 
framework supporting these measures. 
Countries at early stages of LC implementation focus more on local employment generation. 
Other strategies such as knowledge transference and skills development
The role of NOCs is very important. Petrobras (Brazil) and Pemex (Mexico) carry out programs 
to develop the capacities of local suppliers and employees and have adopted local content as a 
key strategic guideline within their operations. This is good practice for Uganda to adopt if it’s 
quickly to avoid over dependence on foreign labor

Ecuador is 7th in Latin America with GDP-102.6, with Per capita income 6,307, GDP growth 
compared  to  America  and  Latin  America  has  dropped  to  -3%.  Sectors  that  are  sensitive- 
construction, manufacturing, agriculture, fishing, transportation, it should be noted that Foreign 
direct investment is 6% and yet no new contracts have been signed since 2010
Ecuador and Colombia are countries that report similar local content frameworks in terms of 
specificity  but  different  types  of  outcomes.  Colombia  is  one  of  the  bests  scored  countries 
regarding its  local  content outcomes and Ecuador on the other hand is  closer to the general 
average. Thus, this relation presents an interesting case study to observe additional factors that 
can influence the performance of local content outcomes. And as the country which is still in its 
early stages of oil exploitation, Uganda has a lot consider other factors like Business Enabling 
Environment, State relationship with oil and gas companies.

Energy efficiency - oil and gas in Ecuador
Presentation by Alejandro Espin - Executive Director (Latin American and the Caribbean 
Network for Energy Efficiency (RED LAC EE)  and discussed by Berend Van den Berg



Key highlights 
 When you don’t plan you are always in the emergency, don’t always call your proposals energy 
investment, and call them energy efficiency. 
You get what you negotiate not what you want/deserve say  in environment Be tough negotiators 
an always get it right at first than fixing it on the way But also, depend less on oil internally and 
export more.
Look  at  the  much  wasted  than  what  is  produced,  on  this  he  gave  an  example  of  OGE  – 
(operationalization generation exploitation energy efficiency) project that is aimed at;

• Turning associated  gas  into  energy,  the  oil  that  is  always  flared is  being turned into 
energy and this has also helped on conserving the environment, where by the gas is no 
longer being flared directly into the air,

• Secondly, the noise from the generators of diesel is completely being reduced to zero 
where by now gas is being used as a source of energy. 

• The Ecuadorian government has adopted this project for both the private and government 
companies involved in oil and gas production.

It’s a blessing that oil prices are going down because it makes the world think about sustainable 
usage of natural resources. Resources from oil should be for future development, invest in lasting 
and relevant things like Political environment, Social/environment issues
Ecuador has got 1.2bn dollars for efficiency energy and monetizing untapped energy sources 
(fuel, conversion, off taker) 

• Put in place power points within the blocks, then put up feeder road to local community.
•  300 Ecuadorian professionals are part of OGE and EE this makes the project sustainable.

There are 17 blocks, 56 oil fields Flaring of oil has been greatly reduced but it’s good to stop 
more  flaring,  first  thing  to  do  is  to  do  a  base  line-  without  awareness  people  don’t  make 
decisions, don’t move through relevant data and make a relevant master piece. This won’t work 
do you own base line and support it that existing literature. Reduction of oil production is very 
important so energy efficiency is critical all this is possible when conditions precedent for win- 
win approach –
Win-win strategy, empowerment, awareness,  political will  commitment,  competence and 
integrity. This was followed by field visit to the Petro Amazonas oil plant in the Amazon where 
OGE project is being implemented, indeed the generators are no longer making noise, they use 
gas largely only two are remaining to be turned into gas also,  flaring of gas has reduced 
greatly.
Figure 1 on left before OGE and after turning to gas on right
Figure 1 on left before OGE and after turning to gas on right

The main goals of the OGE&EE Project are the following:
• Reduce overall “footprint” per produced barrel of oil.
• Optimize available non-renewable energy resources (low cost and environmental 

impact) within the Oil & Gas Industry.
• Eliminate diesel and reduce crude oil consumption for power generation
• Optimize Associated Gas for Power Generation and LPG production
• Develop a robust power transmission/distribution system enabling it to deliver low 

cost  energy to end users (Oil Companies and Communities within the area    of    
influence)    and    reducing    overall environmental impact

Mandated by government policy to fulfill the following WIN – WIN strategy 
for all

• Sustainable energy for all
• Reduce up to 800,000 tons of CO2/year1
• Mitigate local environmental impacts: noise reduction



Benefits already registered
• Savings of up to US $ 700,000,000 per year.
• Reduced overall investment and operating cost.
• Reduced operating cost.
• Improved availability / reliability.
• Increased overall utilization factor of Power Generation Facilities

from ~30-35 to ~70-75%.
• Over 300 Ecuadorian professionals are part of the OGE&EE team developing the project
• Over 2000 The OGE&EE Project creates direct jobs during the construction phase

Business environment 
• Each   oil   operator   takes   an individual approach.
• Oil  Companies  generally  do  not  look  to  make  a  "lasting  impact"  on  the  direct 

environment
• Energy  efficiency  implementation  is  not  considered    essential/    whereby    it    is 

perceived  to  have  little  impact  on  company financials  (only  the  marketing  aspect  of 
energy efficiency is considered vital).

Political environment
• Lack of integrated oil industry approach (beyond Oil Blocks and Operator boundaries)
• Lack of long term approach
• Typically governments do not tag on to oil industry investments to develop strategic long 

term  national  or  regional  scale  infrastructure  that  contribute  to  the  prosperous 
development of a region

Figure 2 Petroamazonas oil plant in Amazon forest

Key data and information on OGE project
• For every 100 MW developed through the  OGE&EE Project the State avoids 

importing up to 73,000,000 gallons of diesel per year which, at a price of 2.5 $/
gal, represents over US$ 183,500,000 per year

• The Energy Efficiency results obtained through the OGE&EE Project  equals  a  
net  increase  of 30,000 BOE/day to the State

Social services provided to the community by OG&EE
• Win / Win Approach:  By means of this approach, the local stakeholders have a 

direct
benefit of the oil industry activities:

• Reliable power / Fiber optic connection > 192 communities.
• Labor > 2,000 people are already employed
• Use savings to meet other needs of the people.
• Noise mitigation.
• Infrastructure for lasting development

PETROAMAZONAS EP, through the OGE&EE Project, will provide 
amongst others: 

• power to 161 households
• Modern infrastructure: energy and drinking water services, sewage system,

             Education and health services 
• Reduce up to 800,000 tons of  CO2/year1

                         Figure 3Generators with no noise as a result of OGE EE gas usage



FLACSO - Latin American Civil Society Organizations - Guiliaume Fontaine 
YASUNI- ITT project

• Policy contents by aims and means
• OPTION A- Dependency on international funding-policy ends sustaining options
• Nationalize oil sector
• Treasure  -  Biological  diversification  in  Ecuador,  need  to  stop  exploiting  more  oil  in 

Yasuni National Park,  our mammals and birds, our butterflies make more money than oil
• For instance, every one job that oil has created in last decade tourism has created 25.
• Tropical forests are essential for human survival – Amazon, central Africa, south Asia 

(Indonesia) 80% dependency
• And B

Why gov’t abandoned this initiative 2/3 demands of executive had to pass this in 2013
         Figure 4Yasuni ITT project in Amazon, PhD students research center

Extractive Nationalism in Latin America 
By Ivan Narvaez -- Flacso

• Constitutional changes and reforms
• CSO initiative to pursue these changes
• Right to land, education, WTO, 
• CSO who are environmentalists have to step in and engage this initiate specifically in 

Ecuador
• Extraction of this in relation with economic development 
• Public policy on regulation – environment policy 
• The greatest revenue is for the state and social benefits are seen in education     

Economic diversification, equity and sustainability in Latin America 
Case study Ecuador by Carlos Larrea - ANU Australia-UASB Ecuador

• Economic  growth  diversification  with  major  aim being  provision  of  basic  needs  and 
living conditions the Per capita income GDP in Latin America and Ecuador -1950-2014 
the end of Bonaza in Latin America the GDP is going down every year by 2% this is not 
good. This is because of china growth rate being a major player. From 2000-2007 it was 
growing but it started changing because of diversification, solar usage, non-use of oil

• Improve equity through participation
• Institutional change
• Environmental sustainability  
• Continued use of oil is not a good idea, return to raw material export in Latin America
• Reduction of diversification, for example,  oil in Venezuela,  it’s dangerous  because it 

entirely exports oil 90%, same with Arab countries and Nigeria 
• We need a new model because oil or extractives is no longer sustainable Export
• Oil: 57% of total exports, 29% of fiscal revenues but only 11% of GDP.
• Primary goods: 93% de exports (ECLAC).
• Weak productive diversification
• Declining manufacturing-GDP ratio 
• Weak export diversification
• Achievements in renewable energy (hydro megaprojects)
• 33% social inequality, 31 under employment
• Price of the dollar is down and not likely to raise soon
• Bananas, sea foods, flowers, coffee and cocoa can work as alternative exports 
• Poverty is going up again this is likely to affect the social achievements acquired before
• Reduced availability of credit in international market



Structural problems
• Worsening and instable terms of trade (ECLAC). 
• Dutch Disease (weak diversification and deep boom-bust cycles).
• Low economic growth.
• Structural unemployment 
• Weak institutions with vicious circles (Thorp, Karl).
• Failure of local development, local conflicts (Bebbington).
• High environmental degradation.
• Long term goals –human capabilities, 
• Biological diversification in Ecuador, need to stop exploiting more oil in Yasuni National 

Park,  our mammals and birds, our butterflies make more money than oil
• For instance, every one job that oil has created in last decade tourism has created 25.
• Tropical forests are essential for human survival – Amazon, central Africa, south Asia 

(Indonesia) 80% dependency.
• Brazil has tried and registered an achievement through diversification
• So we have alternative opportunity than oil

General economic goals
• Strengthening public-private partnerships towards the creation of competitive advantages 

in strategic sectors like Economic expansion potential.
• Labour intensive.
• High internal linkages.
• Low environmental impact.

The transition towards sustainable and equitable development
• Initial phase: Tourism and eco-tourism promotion.
• Additional strategies:
• Sustainable small scale agriculture: Agro - ecology and agroforestry.
• Industrialization expanding domestic productive linkages.
• Promoting small and medium enterprises, fair trade and green trade.
• International  Cooperation  towards  biodiversity  conservation  and  climate  change 

mitigation.
• Promoting renewable energy and energy efficiency.

There successful experiences with tourism in Ecuador. Cities like Cuenca and Quito, as well as 
small  towns  such  as  Baños  and  Mindo  can  be  mentioned.   In  spite  of  deficiencies  in 
infrastructure, education, promotion and safety, domestic and international tourism contributed in 
2010 with 4.4% of employment in Ecuador, providing 25 times more jobs than oil extraction.

Figure 5 Sam Mucunguzi touring high top sites in Quito city at almost 5000m above sea level

Figure 6 Good roads from the Airport to the city makes it easy for access
Ecuador’s culture and biodiversity
Ecuador is  one of the 13 mega diverse countries in the World,  and it  is  also endowed by a 
significant cultural diversity, with 13 different spoken languages, mostly in the Amazon region.



FRANKLIN FALCONI - HYDROCARBONS SECRETARIAT
RENE ORTIZ - SECRETARY OF OPEC and Former Hydrocarbon Minister of Ecuador

OGE TOUR PROJECT Yasuni (ITT) national park visit

Context Energy diversification Productive  diversification 
lC approach

Oil dependency 
Regional story FLACSO
Nationalization vs openness
Oil price outlook

Environmental benefits
YASUNI ITT story

LC Marcele
EC challenges
Community  work  (she, 
Respol)

What is the future of oil

Strategic sectors like 
construction, 
telecommunication, mining 
and oil, and water

Political will Lack of transparency in 
Ecuador

Ownership and legal frame 
works – NOC vs private 
companies, this has be clearly 
spelt

One person is foreign in 
Respol the rest are 
Ecuadorian.

Horizontal linkages in 
Ecuador, oil refinery forward 
linkages.
Backward linkages 
describe the process of 
how a company in a given 
sector purchases its 
goods, products, or 
supplies from a company 
in a different sector; these 
are called inputs. Forward 
linkages describe the 
process of how a company 
in a given sector sells its 
goods, products, or 
supplies to a company in a 
different sector; these are 
called outputs. For 
example Congo 
experience 

It’s been 15 years back that Ecuador started using the national approach and developed 
consensus approach.

Industrial and knowledge policy in Ecuador. Lessons and challenges
Andres Arauz- coordinating minister of knowledge and human talent.
Background notes
 It’s a coordinating ministry not with fully mandate.
Some of our roles



• Meetings all the time
• Observatory service or function- observe data, project what figures would be and propose 

to society long time projects
• Long time programs arising from the universities, through our gaps fillings with in the 

sector.
• Creation of university Bio diversity in the middle of the Amazon, we predict bio diversity 

will become the pillar of development.
• City of knowledge is another university to be created in the north of the city and all our 

technical and also we shall set up an economic zone there- 50 year project.
• New regionalism based on continental level.
• The success of inter- regional trade is very low here same as in Africa
• Workers should be consumers through good remunerations.
• There  has  to  be  a  pact,  then  minimum level  of  royalties,  Chile  and  Peru  had  lower 

royalties
• Agree on several common policies, say strategic relationship in South America.
• Creation of corporation Latin America for extractives will be ideal
• Soya bean production and exportation say in Argentina and Brazil, this can as well be 

adopted here to empower and help on diversification.
• A network of bilateral agreement that have been signed, but with regional meetings it will 

be achieved 
• Minimum  working  conditions  say  salaries,  based  on  human  satisfaction,  minimum 

controls of capital that have been volatile.
• Regional public procurement, in southern America 20% of GDP goes to it so we cannot 

avoid it, this will give countries enough Market power. 
• This will  increase investment in the region as some will  invest  locally to meet these 

demands.
• Regional agencies to study standardization, for example Latin America and Africa have 

5000 Technical standard whereas Europe has 27000, this can a block to trade negations as 
it’s an imbalance.

• IOC are very exclusive in operation and very old school and don’t even apply the UN 
rules, the bigger player takes it all. I have worked as head of national quality committee 
and have seen this.

Amir Lebdioui- University of Cambridge one of ELLA laureates
HOW TO DIVERSIFY
Backward linkages describe the process of how a company in a given sector purchases 
its goods, products, or supplies from a company in a different sector; these are called 
inputs. Forward linkages describe the process of how a company in a given sector sells 
its goods, products, or supplies to a company in a different sector; these are called 
outputs. In Hirschman's area of study, known as development economics, backward 
linkages exist when investments in an industry profit from inputs and forward linkages 
exist when investments in an industry profit from outputs.
Diversification is it public or private driven – the state should be a leader in this crusade 
by identifying strategic areas where they can invest. 

Some of the ELLA laureates 

Figure 7 Naa Toise (Ghana), Dr  Rwengabo UG, Judo Charles -SS AND Sam UG

Recommendations
Adopting local content is strategy to achieve long term benefits from a non-renewable natural 



resource like oil in Uganda. Based on the shared experiences from Ecuador and other Latin 
America and some from African coil producing countries, countries still building their local 
content should consider the role of institutional building through national oil companies as 
critical for achieving meaningful local content outcomes. Similarity creating a favorable business 
environment and the fiscal regime in particular is important to attract local companies to train in 
the oil and gas sector. African counties like Uganda Tanzania, south Sudan, and Kenya that are 
still developing local content strategies should consider the policy recommendations below:

• Training programmes through Enterprise  centers  should  be  developed targeting  skills 
development  in  the  local  economy  and  promoting  the  long  term  reputation  of  local 
companies as good corporate citizens. In Uganda we already have Kigumba petroleum 
Institute, this should be upgraded, stocked with current relevant books and laboratories. 
Universities should also start having sustainable courses and oil and gas or a curriculum 
in that line.

• Uganda should also establish branches in of Enterprise centers in various parts of the 
country especially where oil  and other minerals are found. This ensure wide capacity 
building of small and medium enterprises and companies and companies with skills an 
competencies to engage in joint ventures like manufacturing with potential to create more 
skills and jobs

• Environment conservation should be prioritized with in the oil companies and sector, the 
fact that our major oil wells are in National parks and near water sources this definitely 
calls for a calculated approach in harnessing this nonrenewable resource as the effects of 
environment can be catastrophic, when the oil spill and poor cover-ups and disposal of 
associated gas emerge.

• Associated gas can be tapped into energy just like the OGE&EE project in Ecuador is 
saving million dollars in importing disease to ran the generators in oil plants and have 
instead  used  associated  gas  to  generate  more  energy  that  is  being  used  by  these 
companies and the reminder supplied to communities around the projects.

• On waste management, how is the water that comes with oil being disposed off is it open 
wells? How about we adopt the re-injection method being used in Ecuador, where the 
water is re- injected down a distance of three kilometers down, how about we stop flaring 
gas and use it in effective way of turning it into energy to supplement the energy sector. 

• Political will must and must up the game in this, corruption, presidential hand - shakes, 
delayed  contracts,  saving  for  the  future  generation  and  investing  oil  money  in 
infrastructure that is aimed at creating an enabling environment is all we demand from 
the regime. With Ecuador we have seen the 2007 regime transformed the country with 
good infrastructure and general welfare of Ecuadorians after 40 years of no show of oil 
money.

Conclusion
The Ecuadorian study tour was worthy the miles travelled, the experiences and lesson 
were fulfilling, the speakers and lectures received were on point, the tours in the 
Amazon forest, the Yasuni national park, the oil plants visited at Petro Amazonas, the 
OG&&EE PROJECT and energy efficiency is being generated from flared associate 
gas, the tourism sector that is being developed with the expansive and good 
infrastructure are good memories to keep with and replicate them in Uganda’s young oil 
industry . Of course I cannot forget the environment conservation measures Ecuador 
prides in.


